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This report is one of a series of Bureau of International 
Commerce publications focusing on foreign market op- 
portunities for U.S. suppliers. The series is made availa- 
ble by the Bureau's Office of International Marketing in 
cooperation with the U.S. Foreign Service-Department 
of State. Most reports are based on research conducted 
by overseas contractors under U.S. Foreign Service 
supervision or by economic and commercial officers of 
the Foreign Service or Department of Commerce. 


Some of the data in this series is reproduced in its 
Original unevaluated form and the distribution of this 
document does not necessarily imply the concurrence 
of the Department of Commerce in the opinions or 
conclusions contained therein. 


As part of its marketing information program, OIM 
makes available to the U.S. business community, on a 
continuing basis, eight types of publications and re- 
ports. 


1. Global Market Surveys: |n-depth reports covering 20- 
30 of the best foreign markets for a single U.S. 
industry or a group of related industries. 


. Country Market Sectoral Surveys: In-depth reports 
covering the most promising U.S. export opportuni- 
ties in a single foreign country. About 15 leading 
industrial sectors are usually included. 


. Producer Goods Research: |n-depth reports covering 
the best foreign sales opportunities for a single U.S. 
producer goods industry, or group of industries. 


. Consumer Goods Research: \In-depth reports cover- 
ing the best foreign sales opportunities for a single 
U.S. consumer goods industry, or group of indus- 
tries. 


. International Marketing Newsmemo: |nformation bul- 
letins received directly from the U.S. Foreign Service; 
reports prepared by U.S. businessmen or Department 
of Commerce officers; and usually distributed un- 
edited. They cover a wide variety of industries, prod- 
ucts, and countries. 


. Overseas Business Reports: Reports that include 
current and detailed marketing information on all of 
our leading trading partners. Most are revised an- 
nually. 


. Foreign Economic Trend Reports: Annual or semian- 
nual reports prepared by the U.S. Foreign Service 
that cover, individually, almost every country in the 
world. 


. International Marketing Events: Brief market sum- 
maries in support of trade promotion events orga- 
nized by the Office of International Marketing. Also, 
detailed calendars of upcoming events. 


To supplement and up-date the marketing information 
available in this series, and for specific ordering infor- 
mation, we suggest that you telephone the nearest 
Department of Commerce District Office or the Country 
Marketing Manager responsible for the area or areas in 
which you are interested. A directory of these key 
people and offices is printed on the back cover. 





KEY ECONOMIC INDICATORS (ETHIOPIA) 
All values in million US$ Exchange rate US$1.00 = Eth.$2.28 Jan 1972--Feb 1973, 
US$1.00 = Eth. $2.07 Feb 1973—present. 
Item % Change Rate of Growth 
ed 974/73) 974/72) 


GNP at current prices 1) 2,061.1 2,422.6 2,695.2 
GNP at constant (1960/61) 

prices 1) 1,653.9 1,873.6 1,921.2 
Per capita GNP, current prices!) 81.0 93.0 99.8 
Gross Fixed Investment) 264.5 261.9 265.2 
Electric Power Production (mil kwh) 347.7 341.8 389.5 
Coffee Exports (1,000 MT) 82.5 76.1 55.7 
Value of Bldg. Permits Iepyed Addis 21.4 26.1 33.7 
Index of Industrial Prod. 
1969/'70=100 132.3 129.9 126.1 


MONEY AND PRICES (At year end) 
Money Supply 


199.3 282.6 335.4 +34.1 
External Public Sector Debt 
Outstanding 250.4 283.0 313.1 +12,5 
Lending Rates (Commercial Bank)  8.5-11% 8.5-11%  8,5-11% - 
Indices: 
Retail Prices (1963 = 100) 135.0 147.0 159.1 + 8.9 
Food Prices (1963 = 100) 136.5 154.3 167.6 +11.4 
Wholesale Price (import) 
(1968 = 100) 110.1 . + 7.8 
Wholesale Price (export) 
(1968 = 100) 117.0 411.4 


BAIANCE OF PAYMENTS AND TRADE 
Gold & For. Exchange Reserves (12/31)89.2 +115.5 
Balance of Payments (Current A/c) + 8.6 +320.9 
Balance of Trade + 8.5 + 33:7 
168.5 + 28.5 
59.7 - 6.2 
191.1 +24.6 
Eee - 5.4 


415.4 


+ 8.1 
411.6 
+ 3 
+ 6.0 
~16.2 
+28.7 


0 HRONWYA W 


- 2.3 


Main Imports from US (1974): Industrial and other machinery - $2.7 million, 
Tractors and other vehicles - $2.6 million, Chemicals - 
$1.1 million, Farm Machinery - $.9 million, Food and 
Beverages - $.8 million, Aircraft - $.7 million, 
Petroleum products - $.7 million. 


Main Exports to US (1974): Coffee - $38.7, Beans - $4.1 million, Oilseeds - $2.8 
million, Essential Oils $1.0 million. 


1) Fiscal Year Data 1972 corresponds to 1971/72, 1973 to 1972/73 and 1974 to 1973/74. 


SOURCES: National Bank of Ethiopie Quarterly Bulletin, Ministry of Finance, Central 
Statistical Office, International Monetary Fund. 





SUMMARY 


The past year has seen a continuation and consolidation of the far-reaching 
changes in Ethiopia which began in 1974. In addition to nationalization of 

most industry and all financial institutions the Ethiopian Provisional Military 
Government (EPMG) has nationalized all rural and urban land, proclaimed a new 
labor law and modified its agricultural taxation regulatons. It has also 
shifted Ethiopia's development strategy to the rural sector with emphasis 

placed on an increased degree of equity in the economy and polity of the country. 


Economie performance during 1975 was reasonably good given the fundamental 
political, economic and social changes which took place. Agricultural pro- 
duction was probably higher than 1974 in part because of exceptionally favor- 
able weather. Manufacturing output was down slightly while privately sponsored 
housing and office building construction practically ceased owing to urban 
land reform, Inflation became a major problem during the last six months of 
1975. Prospects for growth in 1976 are uncertain but new investment will have 
to come almost exclusively from the public sector as the private sector is 
still concerned about its role under the EPMG's new policy of"Ethiopian 
Socialism" and the absence of compensation for nationalized enterprises, 


Ethiopia's external position continues to be remarkably strong. Foreign 
exchange reserves stand at roughly US$300 million. The outlook for 1976 is 
reasonably good owing to strong coffee prices and good prospects for the 
transfers, services and public long term capital accounts. 


In spite of the recent changes, export opportunities for US goods remain very 
good, especially for fertilizers, telecommunications and mining equipment and 
agricultural machinery. As the government has become the major purchaser for 
capital goods and relies heavily on tenders it is even more important for US 
firms to have an agency relationship with respected local firms. While the 
government welcomes foreign investment, it has placed rather strict conditions 
on its participation in the Ethiopian economy and has yet to compensate 
previously nationalized firms, both foreign and domestic. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Ethiopia's Economic and Political Systems - Fundamental Reforms Continue 


The past year has seen a continuation and consolidation of the changes in the 
political, social and economic structures of Ethiopia which began in 1974. 

It will be recalled that the Ethiopian Military forces overthrew Emperor 
Haile Selassie in September 1974 and established the Ethiopian Provisional 
Military Government (EPMG). In December 1974, the EPMG announced that the 
country would follow an economic program of "Ethiopian Socialism’. In 
January 1975, the EPMG fully nationalized all banks and insurance companies. 
A month later, 72 large private companies were completely nationalized and 
29 others were partially (over 50%) nationalized. These 101 companies included 
most of the important industrial firms in Ethiopia. On March 4, 1975 the 
government proclaimed rural land reform and all farm land was nationalized. 
In July 1975 urban land was nationalized and individuals with more than one 
house were forced to give up their "extra" houses to the government. Other 
major policy actions during 1975 include a new, and on the whole, moderate 
labor law and a new, highly progressive, agricultural taxation proclamation. 
These policies and the redirection of Ethiopia's development strategy to 
greater emphasis on the rural sector are in line with the announced goal of 
the Revolution to increase the degree of equity in the economy and polity of 
the country without sacrificing production and growth. Finally, it should be 
noted that while Ethiopia is following a "socialist" program, the private 
sector, both foreign and local, continues to play an important role in the 
economy and will probably continue to do so for the next several years. 


Economic Performance - Reasonably Good 


The Ethiopian economy has performed reasonably well in the past year, especially 
in view of the basic political changes and the major restructuring of the eco- 
nomic system which have taken place. Real economic growth in 1975, as in 1974, 
was probably no greater than 1 or 2% with the increase due to improved agri- 
cultural production. Manufacturing output is probably a few percentage points 
below 1974 levels primarily because of unsettled conditions in Eritrea. Retail 
trade in volume terms is running 5 to 10% below 1974 levels. Employment remains 
slightly below pre-revolution levels with layoffs in the construction industry 
the basic cause for the decline. Increases in public works employment have 
mitigated the unemployment problem to some extent and new entrants to the urban 
labor force from rural areas have sharply declined as drought conditions in 
most of Ethiopia have disappeared. Modern sector employment is, of course, 
relatively insignificant in this predominately agricultural country. 


The banking sector which suffered a loss of public confidence following nation- 
alization has started to recover and continues to be a strong point of the 
Ethiopian economy. Both deposits and loans of Commercial Banks began to rise 
in late 1975. The money supply has remained relatively stable although there 
are indications that significant increases may be underway as a result of the 
EPMG's deficit financing. During the last half of 1975, Ethiopia began to 





face a serious rate of inflation. The Addis Ababa retail price index rose 
16% during 1975 and food prices rose by 20% although prices for cereals, the 
basic dietary item for the vast majority, experienced an 8 to 10% increase. 
Given the EPMG's new deficit finance program and decreased saving by con- 
sumers, price increases will probably continue in 1976 although perhaps at a 
slightly decreased rate. 


Private investment has almost ceased due to the nationalization of private 
firms and prospects for new investment, assuming a continuation of current 
policies, are not bright for the next several years. Growth forecasts are 
obviously difficult to make given the many changes that have occurred and 

the uncertain outlook for the future. In the short run the public sector 
will have to provide most investment. In the longer run Ethiopia has reason- 
able prospects for strong economic growth owing to the great potential of the 
country and the reforms which have been undertaken in the rural areas. 


Agriculture - The Base of the Ethiopian Economy 


The Ethiopian economy is overwhelmingly an agriculturally based system. At 
least 85% of the population earns its livelihood from agriculture, principally 
through production of food grains, livestock and a few cash crops, most 
notably coffee. While the country is usually self-sufficient in food produc- 
tion, it still has not fully exploited its vast agricultural potential. The 
soil and climate are very conducive to nearly any crop and there is a great 


deal of idle land which could be brought into production. With its favor- 
able location relatively near the lucrative Middle Eastern and European 
markets, Ethiopia has the potential to become a major exporter of meat, grain, 
vegetables and other agricultural commodities. A few steps in this direction 
have already been taken; commercial production of cotton and sugar has been 
introduced and has flourished to the point where both commodities are begin- 
ning to be exported. In addition to commercial farming under state control, 
the government believes that its land reform and nationalization programs 
will lay the foundation for substantial increases in peasant production not 
only for domestic consumption but also for export, The government is actively 
promoting peasant associations (which are designed to carry out political as 
well as economic functions), increasing inputs and pursuing pricing policies 
favorable to farmers to achieve this goal. Given the recent introduction of 
these efforts it is still too soon to evaluate prospects for success, 


ndust - Limited Development and Now Under Increasi Government Control 


The industrial sector in Ethiopia has been very limited with the modern 
manufacturing contributing only 5% of GNP in recent years. The most important 
industries in Ethiopia are textiles, cement, leather, sugar refining, breweries 
and bottling plants, and food processing, Industrial production has declined 
modestly over the past two years, due to a combination of factors including 

the civil war in the northern province of Eritrea, transportation bottlenecks, 





and shifts in consumption patterns, The long term prospects for small and 
medium sized industry are promising given the large population, the avail- 
ability of many raw materials, an adequate semi-skilled labor force, and 
increasing demand. In some cases, the management of nationalized firms is in 
the same hands as prior to nationalization with the government providing only 
general guidance, In other cases, new managers have been appointed from the 
civil service or the private sector. Although the level of performance in 
these firms varies widely, the general record of the new managers has been re- 
markably good. As noted above, expansion in the sector in the near term will 
depend heavily on public sector investment. 


Minerals and Energy - Potential Resources 


Ethiopia has been less affected by the energy crisis than most other African 
countries. This is primarily due to the considerable existing hydropower 
generation facilities and the capacity for greatly expanded production in 
the future. Approximately two-thirds of the country's power comes from 
these hydroelectric installations. 


Ethiopia has a single government-owned oil refinery, located in Assab, The 
refinery has been able to provide sufficient petroleum products, primarily 

gasoline and diesel fuel, to meet most of the country's needs, except for 

some specialty products which are imported through Djibouti. With the imposi- 
tion of gas rationing in mid-1975 which occurred as a result of insurgent 
ctivities along the Assab-Addis Ababa road, there is now some excess capacity. 


Ethiopia has not yet been adequately explored for minerals, especially petro- 
leum, Two firms, Shell and Whitestone/LLE, eurrently have exploration efforts 
underway although the largest prospecting effort ended when Tenneco suspended 
its program in 1975 and relinquished its concession. Work on a major copper 
concession being prospected by Nippon Mining was also suspended in 1975. 
Although many observers feel that considerable mineral potential exists in 
Ethiopia, current mining activities are limited to small scale gold and 
platinum mines and to salt production, 


Tourism, Commerce and Transportation - Mixed Performance 


The tourist industry in Ethiopia has suffered greatly from the recent political 
upheaval in the country, experiencing a fall in tourist arrivals and an excess 
hotel capacity. Given the outstanding tourist attractions in Ethiopia and the 
considerable tourist infrastructure whichms been developed in the past 15 
years, the prospects are good that the industry will rebound as the political 
situation stabilizes. 


Ethiopia has a relatively well-developed external transportation system but 
serious domestic transportation problems. Ethiopian Airlines and, to a lesser 
extent, Ethiopia Shipping Lines enjoy good reputations and are generally 
considered to be among the best African institutions in their respective fields, 
Ethiopian foreign trade is approximately evenly divided between the ports of 





Assab and Djibouti in the French Territory of the Afars and Issas. An aging 
railroad links Addis Ababa with Djibouti while the Addis Ababa-Assab traffic 
is carried by trucks. Both of these systems suffer from inefficiencies and 
the Assab connection is currently further complicated by the necessity to 
travel in military-escorted convoys due to the threat of insurgent attacks. 
The domestic distribution from Addis Ababa to interior areas is further 
hampered by an inadequate highway network. 


The import-export trade and local commerce have been left almost untouched by 
the economic policy changes of the new government. While the EPMG did take 
over one large private import-export firm which is now being run as a state 
trading company and firms created after January 1, 1976 are subject to capital 
limitations, the activities of established private trading companies have not 
been materially affected by the changes, 


Balance of Payments and Foreign Trade - Generally Favorable Position 


Ethiopia has maintained a relatively strong balance of payments position over 
the past several years and as a result has not faced the severe financial 
erises that have afflicted many other African nations. Ethiopia ran a balance 
of trade deficit of less than US$10 million in 1974 after having a surplus of 
over US$25 million in 1973. While final figures for 1975 are not yet avail- 
able, projections based on 10-month figures indicate that a trade deficit of 
perhaps US$50-70 million can be expected, among the highest in recent years. 
The outlook for 1976 and tentatively for 1977 is mixed. On the positive side 
Ethiopia is currently experiencing favorable terms of trade, especially for 
coffee. On the other hand, other exports will almost certainly decline 
considerably in volume terms because of disruptions caused by unsettled 
conditions in Eritrea, stress on cereal production on commercial farms and 
other dislocations associated with the basic changes which have occurred. 
Ethiopia will benefit from strong transfers, services, and capital accounts, 
however, and consequently may have a positive overall balance of payments 
during 1976. In any case, large foreign exchange reserve movements in either 
direction are considered unlikely. 


In 1974 Ethiopia's imports totaled US$288 million with petroleum products, 
machinery, vehicles, metals, and chemicals representing the most important 
categories, The leading sources of Ethiopian imports were Italy (15%), Japan 
(13%), West Germany (12%), Iran (8%), United Kingdom (8%), and the US (5%). 
Ethiopian exports for the same period totaled US$278 million with coffee, 
pulses, oilseeds, and hides and skins representing the leading commodities. 

The leading markets for Ethiopian exports were the US (19%), West Germany (11%), 
Japan (9%), and Saudi Arabia (9%). The general directions of Ethiopian foreign 
trade can be expected to remain approximately as they have in the past due to 
established trading links and import patterns which are difficult to alter. 


The EPMG has retained a relatively free trading system. While import duties 
are high for revenue generation and domestic industry protection and import 
licenses are required, legitimate importers have encountered no difficulty in 


obtaining import authorization, There is no rationing of foreign exchange and 





firms have experienced little difficulty in effecting remittances abroad. 
Ethiopia currently has foreign exchange holdings of approximately US$300 
million or nearly one year's import requirement, one of the strongest positions 
in Africa. 


Coffee - A Special Case 


Coffee is Ethiopia's principal export and the country is currently benefiting 
from a favorable world market situation. With the July 1975 frost in Brazil, 
the conflict in Angola, and natural calamities in Guatemala and Colombia, a 
serious shortage of coffee has developed on the world market and prices have 
doubled. The Ethiopian crop has been very good this year and the country may 
earn as much as US$125 million from its coffee exports in 1976. The favorable 
market situation is expected to last for perhaps three years, thus providing 
a strong basis for the Ethiopian economy for that period. 


Finance and Development - Ambitious Plans 


The new Ethiopian government has announced an ambitious development program, 
emphasizing the rural sector, but implementation of these programs has lagged 
somewhat. The EPMG plans to run a budget deficit of nearly E$154 million in 
FY1976 to finance development projects; the deficit will probably be largely 
financed through domestic borrowing from the National Bank. Deficit financing 
of this magnitude represents a sharp break in policy from the financial conser- 
vatism of the old regime and will almost certainly contribute to inflation. As 
Ethiopia's internal debt was very small when the new government assumed power, 
debt servicing is not a problem at present. Ethiopia continues to receive con- 
siderable foreign assistance especially for agricultural and infrastructure 
projects. The World Bank, the United Nations Development Program, the United 
States, and various European nations are the largest donors although Ethiopia 
also receives aid from many countries. Ethiopia's external debt of US$350 
million in late 1975 is very small, and the annual debt service requirement 
(debt service ratio) is currently under 8% of export earnings. 


IMPLICATIONS FOR THE UNITED STATES 


Export Opportunities - The Government as a Major Client 


The prospects for increased US export sales to Ethiopia are good despite the 
changes in the economic system. US exports during the first three quarters of 
1975 (latest statistics available) totaled US$18.9 million, 64% above the same 
period in 1974. Among the products which have the best sales prospects in 
Ethiopia are: fertilizers, chemicals, pumps, mining equipment, tractors, farm 
machinery, industrial equipment, construction equipment, avionics equipment, 
telecommunications equipment, trucks, office machinery, and small computers, 
In addition the private markets for consumer durables and non-durables, includ- 
ing food and clothing, remain relatively strong. American goods continue to 
enjoy a reputation for quality in all fields and private businessmen are eager 
to represent US firms. The Ethiopian government is now the major client in 


many areas which previously were dominated by tleprivate sector, The Ethiopian 


government's many agencies, including recently nationalized industries, are 
relying more and more on tenders to determine equipment suppliers. To meet the 





many technical requirements of such tenders and for general business reasons, 
the Embassy strongly recommends that US firms establish an agency relationship 
of some sort with a respected local firm. 


Private Investment - Uncertain Climate 


In its policy declaration of February 1975, the EPMG stated that foreign private 
investment was welcome in Ethiopia but that the government would require at 
least 51% interest in major ventures, except minerals exploration and exploita- 
tion. In December 1975, however, the EPMG announced that contrary to its 
previous statements on the subject, it had decided not to nationalize the 
foreign oil distribution companies operating in Ethiopia, including the American 
firm of Mobil Oil. Due to the nationalizations and minimal progress on compen- 
sation as well as general uncertainty about the political situation, there 

hae been no new foreign investment starts in Ethiopia during the past year. 
Included among the thus far uncompensated firms which were nationalized are 
seven US companies. 


US Firms in Ethiopia 


Among the American companies who maintain offices in Ethiopia are: Mobil, 
Singer, IBM, Burroughs, NCR, Esso, Pan American, Whitestone Petroleum, Hilton 
Hotels, TAMS, and De Leuw Cather. Over 200 other US firms have local agents 


and representatives. 
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Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the Bureau of In- 
ternational Commerce, U.S. Department of Commerce. 


The Bureau is organized geographically with a Country Mar- 
keting Manager responsible for a country or group of coun- 
tries as listed below. Assistance or information about market- 
ing in these countries may be obtained by dialing these key 
people directly: 202-377 plus the given extension. 


Area Extension 
Africa 

West and Central Africa 3865 

East and South Africa 4927 
Europe 

France and Benelux Countries 4504 

Germany and Austria 5228 

Italy, Greece and Turkey 3944 

Nordic countries 3848 

Spain, Portugal, Switzerland and Yugoslavia 2795 

United Kingdom and Canada 4421 
Far East 

Australia and New Zealand 3646 

East and South Asia 5401 

Japan 2425 

Southeast Asia 2522 
Latin America 

Brazil, Argentina, Paraguay and Uruguay 5427 

Mexico, Central America, and Panama 2314 

Remainder of South America and Caribbean 

countries 2995 

Special units within the Department of Commerce have been 
created to deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 5737 


Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 


Iran, Israel, Egypt 
Bureau of East-West Trade 
Eastern Europe 
USSR 
Peoples Republic of China 
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